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adjusted to the extent provided in sec-
tion 621, or in section 22(b)(15) of the 
Internal Revenue Code of 1939. 

(m) Trademark and trade name expend-
itures. Trademark and trade name ex-
penditures treated as deferred expenses 
under section 177 are chargeable to cap-
ital account and shall be an adjust-
ment to the basis of the property to 
which they relate. The basis so ad-
justed shall be reduced by the amount 
of such expenditures allowed as deduc-
tions which results in a reduction for 
any taxable year of the taxpayer’s 
taxes under subtitle A (other than 
chapter 2, relating to tax on self-em-
ployment income) of the Code, but not 
less than the amounts allowable under 
such section for the taxable year and 
prior years. This amount is considered 
as the tax-benefit amount allowed and 
shall be determined in accordance with 
paragraph (e) of § 1.1016–3. 

(n) Life insurance companies. In the 
case of any evidence of indebtedness re-
ferred to in section 818(b), the basis 
shall be adjusted to the extent of the 
adjustments required under section 
818(b) (or the corresponding provisions 
of prior income tax laws) for the tax-
able year and all prior taxable years. 
The basis of any such evidence of in-
debtedness shall be reduced by the 
amount of the adjustment required 
under section 818(b) (or the cor-
responding provision of prior income 
tax laws) on account of amortizable 
premium and shall be increased by the 
amount of the adjustment required 
under section 818(b) on account of 
accruable discounts. 

(o) Stock and indebtedness of electing 
small business corporation. In the case of 
a shareholder of an electing small busi-
ness corporation, as defined in section 
1371(b), the basis of the shareholder’s 
stock in such corporation, and the 
basis of any indebtedness of such cor-
poration owing to the shareholder, 
shall be adjusted to the extent provided 
in §§ 1.1375–4, 1.1376–1, and 1.1376–2. 

(p) Gift tax paid on certain property ac-
quired by gift. Basis shall be adjusted by 
that amount of the gift tax paid in re-
spect of property acquired by gift 
which, under section 1015(d), is an in-
crease in the basis of such property. 

(q) Section 38 property. In the case of 
property which is or has been section 

38 property (as defined in section 48(a)), 
the basis shall be adjusted to the ex-
tent provided in section 48(g) and in 
section 203(a)(2) of the Revenue Act of 
1964. 

(r) Stock in controlled foreign corpora-
tions and other property. In the case of 
stock in controlled foreign corpora-
tions (or foreign corporations which 
were controlled foreign corporations) 
and of property by reason of which a 
person is considered as owning such 
stock, the basis shall be adjusted to the 
extent provided in section 961. 

(s) Original issue discount. In the case 
of certain corporate obligations issued 
at a discount after May 27, 1969, the 
basis shall be increased under section 
1232(a)(3)(E) by the amount of original 
issue discount included in the holder’s 
gross income pursuant to section 
1232(a)(3). 

(t) Section 23 credit. In the case of 
property with respect to which a credit 
has been allowed under section 23 or 
former section 44C (relating to residen-
tial energy credit), basis shall be ad-
justed as provided in paragraph (k) of 
§ 1.23–3. 

(u) Gas guzzler tax. In the case of an 
automobile upon which the gas guzzler 
tax was imposed, the basis shall be re-
duced as provided in section 1016 (d). 

[T.D. 6500, 25 FR 11910, Nov. 26, 1960]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting § 1.1016–5, see the List of 
CFR Sections Affected in the printed vol-
ume, 26 CFR 600a–end, and on GPO Access.

§ 1.1016–6 Other applicable rules. 
(a) Adjustments must always be 

made to eliminate double deductions or 
their equivalent. Thus, in the case of 
the stock of a subsidiary company, the 
basis thereof must be properly adjusted 
for the amount of the subsidiary com-
pany’s losses for the years in which 
consolidated returns were made. 

(b) In determining basis, and adjust-
ments to basis, the principles of estop-
pel apply, as elsewhere under the Code, 
and prior internal revenue laws.

§ 1.1016–10 Substituted basis. 
(a) Whenever it appears that the 

basis of property in the hands of the 
taxpayer is a substituted basis, as de-
fined in section 1016(b), the adjust-
ments indicated in §§ 1.1016–1 to 1.1016–
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